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MARRIAGE RATE STILL FALLING 


URING 1949 the national average marriage rate fell to 103.3, its lowest 

point since 1939. The rate for iast year was 32% below the peak year of 

1946 and it is still falling, the first four-month rate of 1950 being about 5% 
below the rate for the first four months of 1949. Although the continuation of the 
war in Korea may bring about a slight halt in the dropping marriage rate, we an- 
ticipate no worth while rise in this index unless draft requirements become much 
more stringent. However, if all-out war develops the real estate business will 
probably be put under such stringent Government controls that the marriage rate 
will affect it little one way or the other. 


We believe that the situation as it now exists will not provoke ali-out war be- 
tween this country and Russia and that the falling marriage rate will continue in 
its downward trend, This falling rate of new family formation joined with the record- 
breaking production of housing and other consumer durables wil! eventually lead 
to a sharp reduction in demand. Our feeling is that the present strong surge is being 
powered chiefly by unusually loose credit and can be greatly weakened by higher 
terms and larger down payments. 


On the following pages we show the changes in the marriage rate in 80 cities. 
Seventy-six cities showed declining rates in 1949. Jacksonville, Chattanooga, Knox- 
ville and Memphis were the four : 
cities that had a slightly higher ~~ | Bre Same 


NATIONAL AVERAGE - 


rate in 1949 than in 1948. Syracuse MARRIAGE RATE 


after rising in 1948 dropped 20% 
in 1949. 


The five cities that have ex- 
perienced the biggest drop since ° 
reaching their peak are Jackson- 
ville with a drop of 78% (reached | 
peak in 1943); Wilmington, down 2 
71% (peak in 1941); San Diego, 
down 57% (peak in 1945); Tampa, °* 
down 56% (peak in 1943); and © 
Birmingham, down 53% (peak in © 
1946). 
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LIFE INSURANCE COMPANIES AS MORTGAGEES 
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| EARNINGS OF “LIFE INSURANCE MORTGAGES” STILL LOW 
| 


HE table below and chart on the opposite page show that the 102 largest life 
- insurance companies in the United States have never earned a lower return 
; on their real estate mortgages than at present. 
| which tied for low with the 1947 and the 1948 rate. 


REAL ESTATE OWNED* REAL ESTATE MORTGAGES 
%of Rate ot Rate 

__Amount Assets Earned Assets Earned 
$ 160,569,000 3.7: —ClO3G 32.6 5.7 


The rate in 1949 was 4.1%, 


GROSS ASSETS 


Amount 
$ 4,380,287,000 
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2,674 ,155,000 


4,581,291,000 


5,328, 266,000 
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4,532,916,000 
4,810,503,000 
5,056, 764,000 


7,741,277,000 
8,421,028,000 
9,164, 863,000 
10,121,992,000 
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46,251,774,000 
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1948 
1949 


974,044,000 
1,148, 609,000 


*Includes home office buildings. 

TFHA & Veterans Administration loans included: 
1945 - $1,274,026,000 1946 - $1,156,697,000 
tFHA loans included: 1948 - $2,164,014,000 
4 VA loans included: 1948 - $ 981,184,000 
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1947 - $1,652,26 
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1949 - $1,044.88 
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DECONTROL TO BE MORE DIFFICULT 


UT of the welter of confusion and apprehension arising with the smoke of 

Korea there are few things that are certain. There is probably no one in 

any country that knows what course the large events of the world will take. 
It is therefore nearly impossible to guess what will happen to factors of a more 
minor nature because their course will be charted by the big decisions that will 
come later in the year. 


Although rent controls have been one of the important issues of the country for 
the past five years, they have temporarily been shunted far to the rear by our entry 
into open wartare. Our belief is that the Korean incident wili last through the bal- 
ance of the year, or will be followed by a series ot incidents that will keep the coun- 
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try on a semi-wartime basis for some time to come. It therefore appears likely 
that extension of Federal rent controls will be requested by virtually all major com- 
munities before the end of the year. In the unlikely event that full scale warfare 
develops between our country and Russia it is certain that rent controls and other 
economic controls will be imposed on virtually a national] basis. 


It is certainly regretable that residential rents have been forced to lag so far 
behind the other economic factors. The chart below shows how far construction 
costs and material prices have advanced in comparison with the 
slow rise of residential rents. For a brief while it seemed that 24a? 
costs would remain in a slow downward trend, but for the past sev- Noe 24/5 
eral months they have been rising steadily and for most types of 
construction are above their 1948 peak. ead 
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EARNINGS ON 30 FAMILY APARTMENT 


NET INCOME & RATE OF NET RETURN 
p= ~~ ~~ -_ 


i}- @ ONSTRUCTION costs of our 30-family 
; fireproof apartment have reached an all- 
time high. The detail cost breakdown 
shown on pages 302 and 303 totalled $303,804 
during June 1950. This is $1400 above the pre- 

vious peak reached in October 1948. 


For the past two or three years we have 
shown estimated income and expense figures 
on this hypothetical building in order to point 
out what rent schedule would be necessary to 
earn a 6% return after depreciation on a build- 
ing of similar cost and size. 


If this building costs $303,804 to build and 
the lot costs $20,000, the total investment will 
be right at $324,000. A 6% return on this a- 
mount is $19,400, which is therefore the amount 
the building must earn after deducting $6,060 
for depreciation, In other words, the net op- 
erating income of this building must be $25,460 
if it is to earn 6% on the invested capital after 
depreciation allowances. Since annual expenses 
are estimated at $19,940 and the annual vacancy 
NCOME EXPENSE AND MET COME allowance is $2,100, the rent schedule would have 
; Ba Sais ' to be $47,500 per year or $38.80 per room per 
aire 2 ' month. This means that the three-room apart- 
ments in this building would have a monthly 
rental of $116.50; the four-room apartments 
would rent for $155.50 and the five-room apart- 
ments would rent for $194.00. These rents 
would include one garage space, heat, water, 
gas, electricity, janitor service, gas stove and 
electric refrigerator. 





Even with no vacancy allowance and no 
maintenance expense the rent schedule would 
have to be set up to charge $102.00 for a three- 
room unit, $135.00 for a four-room unit and 
$169.00 for a five-room unit. Even this is a 
high schedule to maintain during the life of the 
building, and it would obviously have to be 
higher to take care of eventual vacancy losses 
and maintenance expense. 


This same rent schedule ($102.00 for 
three-room, $135.00 for four-room etc.) would 


be required for the property to earn 6% before 
depreciation. 
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REAL ESTATE ACTIVITY IN PRINCIPAL CITIES 
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REAL ESTATE ACTIVITY IN PRINCIPAL CITIES 
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